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FACSIMILE

July 22, 1996

Mr. John Sipple
Premerger Notification Office
Federal Trade Commission

Washington, D.C.
Re:  Application of Hart-Scott-Rodino Antitrust Improvements Act o 1976 (the "Act")
Dear John: '

Pursuant to your request during our telophonc conversation un July 18, T am writing this
letter for purpose of asking you, on behalf of the Premerger Notification Office. 10 review (i) the
relationship among certain religious sponsorcd not-for-profit cntitics and (ii) the tenns of a
proposed transaction betwceon two of auch cntitics, so that you can advise me with respect to the
application of the Act to the propoacd transaction and future {ilings made under the Act.

igious order (the “Order”) is the gponsor of [ive not-for-profit corporations, which
are stem corporalio , au1 wdininistrative services corparation
(“Ser , a college (“Colleg®™), an academy~Academy™) and an aperating company

(“Inc.”). The Order is not incorporated and uses luc. as its legal entity to own property and to
conduct many of its rcligious and charitable uctivitics, including owning retirement homes for
members of the Order. Services, directly or through subsidiaries, provides administrative
services, such as administration of retirement plans, and insurance, to the Order and the other
four sponsorcd corporations. Serviues is a cuptive, in that it does not provide administrative
services or insurance to any outside gntilies. All of th fivities sponsored by the
Order arc conducted b and its controlled entities.

m and Collepe are not-for-profit entities withont corporate members or
voting Secuntics and the terms of ticir by-laws are the same with respect to the election of
directors. Each of the board of direutory pd College number twelve and are
divided into two classes. Class I directors number three and eonsist of the President of the Order
and two pcrsons appointed by the President. Class ! directors have certain items resorved to

thom, such as matters involving the religious identity and mission of the corporation, changes in
charter documents and dissolution of the corporation. Class 2 directors include the Class 1
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directors. The President oqs a Class 2 director. At oll times the board must be
composed so that one-third of the board members are members of the Order, onc half of the
board members (including the Order members) are members of religious orders of the Catholic
Church and one half of the board members are lay persons. With the exception of the Class 1
directors und the President e dircctors are elected by the board of dircctors

(i.e., a self-selected hoard).

Services, Academy and Inc. are not-for-profit corporations having members but no voting
securities. Pursuant to the terms of their by-laws, individual members of thc Ordcr who hold
cerfain administrative positions with the Order are the members of thesc three corporations and
snch individuals also ure the directors of the corporations.

The Order does not have the right to roceive the profita of any of its sponsored
corporations. Under the terms of their charters, upon digsolution, the asscts of those corporations
may be distributed only to the Order, but may be used otherwisc in keeping with the charitable
and not-for-profit purposes of the corporation, as determined by the board of directors of the
corporation.

In prior filings under the Act, based upon prior oral advice trom the Premerger
Notification Ofﬁcehwhich itsclt'is a $100 million person, has filed uy its own
ultimate parent ontity and has not includcd financial statcments or revenucs of the Order or any
of the other sponsored corporations in its [ilings.

Proposed Transaction.
mas contracted with Services and Inc. to purchase certain assets of

Scrvices and the stock of Services’ subsidiary inswance compuanies, The size of transaction test
under the Act will be satisficd by the proposed wansfer, Likewise, if_‘ld Services
arc vicwed as being their own ultimate parcnt entitivs, they will satisfy the size of person test
under the Act.

Analysis.

Although the Order dues not “control™ eilh-nr Services (as such term is
defined under the Act’s repulations). you stated in our telephone conversation that you would
cunsider the Order w Ue the ullimate parent entity of both d Services. If that is

still your vicw, then tie proposed wransaction should not be reportahle hecause both parties have
the same ultimate parent eutity, the Order. I belleve the Premerger Notification Ottice refers to

the definttion of “hold™ in 16 C.F.R. §801.1(¢) in reaching this position. Please confirm that this
transaction is nol repurtable under the Act bccn“«nd Nervices have the same

ultimaté parcut cotly.
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1 our telephone conversation, you also stated that when determining the sizc of person of
#\ future iransactions we should include the assets and revenues of the Order and
the other fonr sponsored corporations. With respect to future filinge made b
we ask that you confirm ths_my omit from Items 4(a) and (b) the financial
stutements and annual reports of the Order und the other four sponsored corporations, and that

the Order and the other tonr sponsored corporations may be omitted when answering Items $
through 9. .

Because of a scheduled August closing date for the proposed trangaction, we ask that you
respond to this letier al your earliest opportunity. If filings must be mado for the proposcd
transaction, the parties would like to file by the end of this week. Thanks for your coopcration.
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